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Independent Auditor’s Report
To the Shareholders of Natixis Saudi Arabia Investment Company

Opinion

We have audited the financial statements of Natixis Saudi Arabia Investment Company (A Saudi
Closed Joint Stock Company) (“The Company”), which comprise the statement of financial position as
at December 31, 2022 ,and statements of comprehensive loss ,changes in shareholders’ equity and cash
flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects ,the financial
position of the Company as at December 31, 2022, and its financial performance and its cash flows for the
year then ended in accordance with the International Financial Reporting Standard that are endorsed in the
Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for
Chartered and Professional Accountants (“SOCPA™).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia (ISAs). Our responsibilities under those standards are further described in
the Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the code of professional conduct and ethics, endorsed in
the Kingdom of Saudi Arabia, and we have fulfilled our other ethical responsibilities in accordance with
these requirements that are relevant to our audit of financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the International Financial Reporting Standard that are endorsed in the Kingdom of Saudi
Arabia and other standards and pronouncements issued by SOCPA, and the applicable requirements of the
regulations for companies and the company’s bylaws, and for such internal control as management
determines is necessary to enable the preparation of the financial statement that are free from material
misstatement whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.
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Independent Auditor’s Report (continued)
To The Shareholders of Natixis Saudi Arabia Investment Company

Auditor’s responsibilities for the audit of the financial statements (continued)

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Branch’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management .

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Al-Kharashi Co.

~

Abdulla‘ S. Al-Msned
License No.456

Riyadh:
Ramadan 8,1444H
March 30, 2023G
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NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

Assets

Non-current assets
Property, and equipment, net
Right-of-use assets, net
Total non-current assets

Current assets

Prepayments and other debit balances
Due from a related party

Cash and cash equivalents

Total current assets

Total assets

Shareholders’ equity and liabilities
Shareholders’ equity

Share capital

Accumulated losses

Total shareholders’ equity

Non-current liabilities
Long-term portion of leases liabilities

Employees' defined benefits obligations

Total non-current liabilities

Current liabilities

Accrued and other credit balances
Due to a related party

Provision for income tax

Current portion of long term leases liabilities

Total current liabilities
Total liabilities

Total shareholders’ equity and liabilities

Contingencies and commitments

The accompanying notes form an integral part of these financial statements.

Note 31 December 2022

31 December 2021

5-1

7-1

5-2
11

12
7-1
16

2,262,372 2,309,050
1,277,027 1,702,702
3,539,399 4,011,752
559,071 341,027
4,211,396 3,204,433
43,470,266 50,205,958
48,240,733 53,751,418
51,780,132 57,763,170
50,000,000 50,000,000
(3,048,838) (1,802,496)
46,951,162 48,197,504
860,890 1,291,335
266,895 143,232
1,127,785 1,434,567
3,017,267 1,868,425
113,876 5,837,893
139,597 -
430,445 424,781
3,701,185 8,131,099
4,828,970 9,565,666
51,780,132 57,763,170




NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

STATEMENT OF COMPREHENSIVE LOSS
FOR THE YEAR ENDED DECEMBER 31, 2022
(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

Revenue

Income from service support fee
Income from underwriting services

Operating expenses

Salaries and employee related costs

Expense related to Master Service Agreement
General and administrative expenses
Depreciation of property, and equipment
Depreciation of right-of-use assets

Loss from operations

Other income/(loss)

Special commission income on term deposits
Loss on disposal of property, and equipment
Loss for the year before income tax
Income tax charge

Net loss for the year

Other comprehensive income for the year
Total comprehensive loss for the year

The accompanying notes form an integral part of these financial statements.

For the year ended

Note 31 December 2022 31 December 2021
7-2 8,709,248 7,448,245
5 949,354

14 4,267,347 4,209,612
7-2 1.366,500 1,366,501
15 3,615,006 3,065,898
4 600,538 58,255
5 425,675 319,257
(10,275,066) (9,019,523)

(1,565,818) (621,924)

460,222 167,006

4 (1.149) -
(1,106,745) (454,918)

16 (139,597) -
(1,246,342) (454,918)

(1,246,342) (454,918)




NATIXIS SAUDI ARABIA INVESTMENT COMPANY
(A SAUDI CLOSED JOINT STOCK COMPANY)
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022
(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

Balance as at January 1, 2021
Net loss for the year

Other comprehensive income for the year

Balance as at December 31, 2021

Balance as at January 1, 2022
Net loss for the year
Other comprehensive income for the year

Balance as at December 31,2022

Total
Share Accumulate shareholders’
Capital d losses equity
50,000,000 (1,347,578) 48,652,422
‘ (454,918) (454,918)
50,000,000 (1,802,496) 48,197,504
50,000,000 (1,802,496) 48,197,504
- (1,246,342) (1,246,342)
50,000,000 (3,048.838) 46,951,162

The accompanying notes form an integral part of these financial statements.




NATIXIS SAUDI ARABIA INVESTMENT COMPANY
(A SAUDI CLOSED JOINT STOCK COMPANY)
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022
(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)
|

For the year ended
31 December 31 December
Note 2022 2021
loss for the year before income tax (1,106,745) (454,918)
Adjustment for non-cash items
Depreciation of property and equipment 4 600,538 319,257
Depreciation of right-of-use assets 5 425,675 58,255
Provision for Employees' defined benefits obligations expense 11 123,663 57,777
Loss on disposal of property and equipment 1,149 -
44,280 (19,629)

Changes in working capital
Prepayments and other debit balances (218,044) (580.,413)
Due from a related party (1,006,963) 2,082,886
Accrued and other credit balances 1,148,842 4,150,321
Due to a related party (5,724,017) 4,355,379
Net cash flows (used in)/ generated from operating activity (5,755,902) 9,988,544
Cash flows from investing activity
Additions to property and equipment 4 (555,009) (4,352,777)
Net cash flows used in investing activity (555,009) (4,352,777)
Cash flows from financing activity
Repayment of lease liabilities 5 (424,781) (305,843)
Net cash flows used in financing activity (424,781) (305,843)
Net change in cash and cash equivalents (6,735,692) 5,329,924
Cash and cash equivalents at the beginning of the year 50,205,958 44,876,034
Cash and cash equivalents at the end of the year 8 43,470,266 50,205,958

|
Cash flows from operating activities |
The accompanying notes form an integral part of these financial statements.




NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

1.

2.

GNERAL INFORMATION

Natixis Saudi Arabia Investment Company is a Saudi Closed Joint Stock Company. The Company was
registered as a Saudi Closed Joint Stock Company in the Kingdom of Saudi Arabia under Commercial
Registration number 1010616683 issued in Riyadh on Rabi II 14, 1441H (corresponding to December 12,
2019) and the Capital Market Authority (“CMA™) license number 19205-31 dated Muharam 25, 1441H
(corresponding to September 24, 2019).

As per the Articles of Association of the Company, the Company’s first fiscal period under legal status of
a Saudi Closed Joint Stock Company was from the date of commercial registration as a Saudi Closed Joint
Stock Company i.e. December 12, 2019 and ended on December 31, 2020 of the following year i.e.
December 31, 2020. The Company’s statutory financial statements for the subsequent years are prepared
from January 1 to December 31 of each Gregorian year.

The objectives of the Company are to conduct dealing (as an underwriter) and arranging services. The
Company has further updated its licensed activities and cancelled the advising license. The Company
obtained the CMA’s approval to operate with Dealing and Arranging licenses on September 20, 2021.

BASIS OF PREPARATION

2.1 Statement of compliance

The financial statements has been prepared in accordance with International Financial Reporting
Standards (“IFRS™), that are endorsed in the Kingdom of Saudi Arabia and other standards and

pronouncements issued by the Saudi Organization for Chartered and Professional Accountants
(“SOCPA™).

2.2 Basis of measurement

These financial statements have been prepared on historical cost basis, except for employees’
defined benefit obligations carried at present value using Projected Unit Credit Method.
These financial statements have been prepared using the accrual basis of accounting and the concept
of continuity.

2.3 Functional currency and presentation currency

The financial statements are presented in Saudi Arabian Riyals (SAR), which is the Company’s
functional currency.

2.4 New standards and interpretations issued but not effective

The application of the following amendments to the current standards does not have any significant
financial impact on the financial statements of the Company in the current period or previous periods,
and it is expected that they will not have a significant impact in future periods:
e Amendments to IFRS 16 (Lease Contracts) regarding the effects of COVID-19.
e Amendment to IFRS 3 (Business Combination), IAS 16 (Property, Plant & Equipment) &
IAS 37, ( Provisions, contingent liabilities and assets).
e Amendments to International Financial Reporting Standard No. 16 and International
Financial Reporting Standard No. 7 regarding the correction of interest rate measurement —
Phase Two.




NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

2. BASIS OF PREPARATION (Continued)
2.4 New standards and interpretations issued but not effective (Continued)

A number of new declarations are effective for annual periods beginning on or after January
1, 2023, with early application permitted. However, the Company did not implement early
application of the new or amended standards in preparing these financial statements.

Standards issued but not yet effective

Effective from periods

I Standard.s / Description beginning on or after the
| nterpretations ;
| following date
Amendments to IAS 1 Disclosure of accounting policies and January 1, 2023
and IFRS 2 Practice the exercise of judgments regarding
Statement materiality
Amendments to [AS 8 Definition of accounting estimates January 1, 2023
Amendments to IAS 12 Deferred tax relating to assets and January 1, 2023
liabilities arising from a single

transaction
The Company is evaluating the effects of the above standards, amendments, and interpretations
on the Company’s financial statements.

2.5 Use of estimates and judgments ‘

The preparation of the financial statements in conformity with International Financial Reporting |
Standards (IFRS) requires management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities at the date of the financial
statements and the amounts of income and expenses declared and disclosure of potential liabilities at
the date of the financial statements and the amounts of revenue and expenses declared during the
reporting period. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making the judgments about the carrying values of assets and liabilities that are
readily apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an going basis.
Revisions to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the revision
affects both current and future periods.
- Estimated useful life of property, and equipment.
- Employees’ defined benefit obligations.
Estimated useful lives of property, and equipment
The Company's management determines the estimated useful lives of property and equipment for the
purpose of calculating depreciation. These estimates are determined after considering the expected
usage of the assets or the depreciation to which these assets are exposed. The management reviews the
residual value and the useful lives annually, and the annual depreciation expenses are adjusted when
the management believes that the useful lives differ from previous estimates.




NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

2. BASIS OF PREPARATION (Continued)

2.5 Use of estimates and judgments (Continued)

Employees’ defined benefit obligations

The Company's net obligation in respect of defined benefit programs is calculated by estimating the
value of future benefits that employees received in exchange for their service in the current and prior
periods. These obligations are discounted to determine their present value and the fair value of any
assets is discounted.

The present value of the obligation is determined based on the actuarial valuation at the statement of
financial position date by an independent expert using the unit projected credit method which recognizes
each service period as leading to an additional unit of employee benefits and measures. The liability is
measured at the present value of the estimated future cash flows. The discount rates used to determine
the present value of the obligation under the defined benefit plan are determined by reference to the
yield on US bonds (since the Riyal is pegged to the US dollar), adjusted for any additional risks.

3. Summary of significant accounting policies
3- 1 Property & equipment, and depreciation

3-1-1 Recognition and measurement

Property, and equipment are stated at historical cost less accumulated depreciation and
impairment losses, if any.

Cost includes expenditures that are directly attributable to the acquisition of the asset and
necessary to have the asset ready for use in the purpose for which the asset was acquired.
Where parts of an item of property, and equipment have different useful lives, they are
accounted for as separate items of property, and equipment.

The gains and losses from disposal of property, plant and equipment are recognized in
statement of comprehensive loss.

3-1-2 Subsequent costs

3-1-3

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Company and the cost of the item can be measured reliably. All other repairs
and maintenance are charged to profit or loss during the reporting period in which they are
incurred.

Depreciation

Depreciation is charged to the statement of comprehensive loss on a straight line basis over the
estimated useful lives of each type of asset or useful lives of major parts of an item of property,
plant and equipment which are accounted for individually.

The estimated useful lives are as follows:

Asset Years
Office equipment 5-10
IT equipment 3

Useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.
Full month depreciation is charged in the month of addition while no depreciation is charged
in the month of disposal.

Gains and losses on disposals are determined by comparing proceeds with carrying amounts and
are included in the statement of comprehensive loss.



-

NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3. Summary of significant accounting policies (Continued)

3- 2 Financial instruments
A- Classification and measurement of financial assets

Initial recognition and measurement
Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument. The Company records investments on a ‘trade date’ basis.
At initial recognition, the Company measures a financial asset or financial liability at its fair value plus
or minus, in the case of a financial asset or financial liability not at fair value through statement of
income, transaction costs that are incremental and directly attributable to the acquisition or issue of the
financial asset or financial liability, such as fees and commissions. Immediately after initial
recognition, an expected credit loss allowance (“*ECL”) is recognised for financial assets measured at
amortised cost, which results in an impairment charge being recognised in the statement of income
when an asset is newly originated.

Classification and subsequent measurement of financial assets

On initial recognition, the Company classifies its financial assets in the following measurement
categories:

e Amortised cost

¢ Fair value through other comprehensive income (FVOCI)

¢ Fair value through profit or loss (FVPL)

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability form the issuer’s
perspective.

Classification and subsequent measurement of debt instruments depend on:

e The Company’s business model for managing the asset; and

e The cash flow characteristics of the asset.

The business model reflects how the Company manages the assets in order to generate cash flows.
That is, whether the Company’s objective is solely to collect the contractual cash flows from the assets
or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If neither
of these is applicable (e.g. financial assets are held for trading purposes), then the financial assets are
classified as part of “other’ business model and measured at FVPL.

Factors considered by the Company in determining the business model for a group of assets include:
e past experience on how the cash flows for these assets were collected.

e how the asset’s performance is internally evaluated and reported to key management personnel.

e how risks are assessed and managed; and

» and how managers are compensated.

The business model assessment is based on reasonably expected scenarios without taking 'worst case'
or 'stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that
is different from the Company's original expectations, the Company does not change the classification
of the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

Securities held for trading, if any, are held principally for the purpose of selling in the near term or are
part of a portfolio of financial instruments that are managed together and for which there is evidence
of a recent actual pattern of short-term profit-taking. These securities are classified in ‘other’ business
model and measured at FVPL.




NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3. Summary of significant accounting policies (Continued)

A- Classification and subsequent measurement of financial assets (Continued)

Where the business model is to hold assets to collect contractual cash flows or to collect contractual
cash flows and sell, the Company assesses whether the financial instruments’ cash flows represent
solely payment of principal and interest (the “SPPI” test). In making this assessment, the Company
considers whether the contractual cash flows are consistent with a basic lending arrangement i.e. profit
(or special commission income) includes only consideration for the time value of resources, credit risk,
other basic lending risks and a profit margin that is consistent with a basic lending arrangement. Where
the contractual terms introduce exposure to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and measured at FVPL.

The SPPI assessment is performed on initial recognition of an asset and it is not subsequently re-
assessed, Based on these factors, the Company classifies its debt instruments into one of the following
three measurement categories:

Amortised cost

Assets that are held for collection of contractual cash flows where those cash flows represent SPPP,
and that are not designated at FVPL, are measured at amortized cost.

Fair value through profit or loss (FVPL)

If debt instrument’s cash flows do not represent solely SPPI or if it is not held within the held to collect
or the held to collect and sell business model, or if it is designated as FVPL, then it is measured at
FVPL. A gain or loss on a debt investment measured at FVPL, where cash flows do not represents
SPPI, is recognised in the statement of income, within “Net gain / (loss) on investments mandatorily
measured at FVPL”, in the period in which it arises. A gain or loss from debt instruments that were
designated at fair value or which are held for trading are presented separately from debt investments
that are mandatorily measured at fair value through statement of income, within “Net gain / (loss) in
investments designated at FVPL or held for trading”.

Fair value through other comprehensive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the assets, where
the assets’ cash flows represent solely payments of principal and interest, and that are not designated at
FVPL, are measured at fair value through other comprehensive income (FVOCI). Movements in the
carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest
revenue and foreign exchange gains and losses on the instrument’s amortised cost which are recognized
in statement of income. When the debt financial asset is derecognized, the cumulative gain or loss
previously recognized in OCI is reclassified from equity to statement of income, The Company
reclassifies debt investments when and only when its business model for managing those assets changes.
The reclassification takes place from the start of the first reporting period following the change. Such
changes are expected to be very infrequent and none occurred during the period. Currently, deposit with

bank, accounts receivable and other receivables are carried at amortised cost.

Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that
is, instruments that do not contain a contractual obligation to pay and that evidence a residual interest
in the issuer’s net assets.

The Company subsequently measures all equity investments at FVPL, except where the Company has
elected, at initial recognition, to irrevocably designate an equity investment at FVOCI. The Company’s
policy is to designate equity investments as FVOCI when those investments are held for purposes other
than to trade. When this election is used, fair value gains and losses are recognised in other
comprehensive income and are not subsequently reclassified to the statement of income, including on
disposal. On disposal, fair value gain/losses in fair value reserve is transferred directly to retained
earnings. Impairment losses (and reversal of impairment losses) are not reported separately from other

changes in fair value.



NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3. Summary of significant accounting policies (Continued)

B- Impairment of financial assets

The Company assesses on a forward-looking basis the expected credit losses (“ECL”) associated with
its debt instrument assets carried at amortised cost. The Company recognises a loss allowance for such
losses at each reporting date. The measurement of ECL reflects:
e An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes.
The time value of resources; and
e Reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

IFRS 9 outlines a 'three stage' model for impairment based on changes in credit quality since initial
recognition as summarised below:
i. A financial instrument that is not credit-impaired on initial recognition is classified in 'Stage 1' and
has its credit risk continuously monitored.
ii. If a significant increase in credit risk ('SICR') since initial recognition is identified, the financial
instrument is moved to 'Stage 2' but is not yet deemed to be credit-impaired.
iii. If the financial instrument is credit-impaired, the financial instrument is then moved to 'Stage 3'.

iv. Financial instrument in Stage 1 have their ECL measured at an amount equal to the portion of
expected credit losses that result from the default events possible within the next 12 months.
Instruments in Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime
basis.

v. A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should be consider
forward-looking information.

vi. Purchased or originated credit-impaired financial assets are those financial assets that are credit-
impaired on initial recognition. Their ECL is always measured on a lifetime basis (Stage 3).

Stage 1: (Initial recognition) 12-month expected credit losses
Stage 2: (Significant increase in credit risk since initial recognition) Lifetime expected credit losses
Stage 3: (Credit impaired assets) Lifetime expected credit losses.

The financial assets of the Company which are subjected to ECL review include bank balances,
accounts receivable and other receivables.

The impact of ECL on the financial assets of the Company is immaterial.

A significant exposure of the Company is held as placement with the Bank which has a sound credit
rating as at the reporting date and the Company considers that it has low credit risk. The rating of the
Bank as at December 31, 2022 was “A2" as per Moody’s credit rating.

1. Stages of Impairment under IFRS 9

The impairment approach of IFRS 9 provides a framework for Expected Credit Losses (ECL) where
in, the assets have to be segmented into three stages. The three stages reflect the general pattern of
credit deterioration of a financial asset. The three stages differ in terms of recognition of expected
credit losses and the presentation of interest revenue.

-



NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3. Summary of significant accounting policies (Continued)

B-

Impairment of financial assets (Continued)

Stage 1 - Performing financial assets

Stage | assets are assessed based on Company’s existing credit risk management standards for

acceptable credit quality. Overall, the financial assets falling under this category have the following

characteristics at minimum:

¢ Adequate capacity to meet its contractual cash flow obligations in the near term; and

e Adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability to fulfil its obligations.

Stage 2 - Financial Assets with significant increase in credit risk

These are financial assets whose credit quality has deteriorated significantly since origination but do

not have objective evidence of impairment.

Stage 3 - Credit impaired financial assets.

Financial assets classified under this category have exceeded either the objective thresholds set by the

Company i.e. have defaulted or have been subjectively considered as obligors which lack a capacity

to repay their contractual obligations, on a timely basis.

The Company considers “Default” event when the obligor is unlikely to pay for its credit obligations

in full, without recourse by the Company to the actions such as realizing security (if held).

Financial liabilities

All financial liabilities are initially recognized at fair value less transaction costs except for financial

liabilities measured at FVPL where transactions cost, if any, are not deducted from the fair value

measurement at initial recognition and are included in the statement of income.

Subsequently, all special commission bearing financial liabilities other than those held at FVPL are

measured at amortized cost. Amortized cost is calculated by taking into account any discount or

premium on settlement.

Fair valuation of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly

transaction between market participants at the measurement date. The fair value measurement is based

on the presumption that the transaction to sell the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability; or

o In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants

would use when pricing the asset or liability, assuming that market participants act in their best

economic interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to

generate economic benefits from the asset’s highest and best use or by selling it to another market

participant that would utilize the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, maximizing the use of relevant observable inputs

and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorized within the fair value hierarchy. This is described, as follows, based on the lowest level

input that is significant to the fair value measurement as a whole:

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable
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NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3. Summary of significant accounting policies (Continued)
E- Derecognition of financial instruments

A financial asset is derecognized, when the contractual rights to the cash flows from the financial asset
expire or the asset is transferred and the transfer qualifies for de-recognition. In instances where the
Company is assessed to have transferred a financial asset, the asset is derecognized if the Company
has transferred substantially all the risks and rewards of ownership. Where the Company has neither
transferred nor retained substantially all the risks and rewards of ownership, the financial asset is
derecognized only if the Company has not retained control of the financial asset. The Company
recognizes separately as assets or liabilities any rights and obligations created or retained in the
process.

A financial liability is derecognized only when it is extinguished, that is when the obligation specified
in the contract is either discharged, cancelled or expired.

Offsetting of financial instruments

Financial assets and financial liabilities are offset with the net amount reported in the statement of
financial position only if there is an enforceable legal right to offset the recognized amounts and an
intent to settle on a net basis, or to realize the assets and settle the liabilities simultaneously.

3- 3 Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash with local and foreign banks and
financial institutions and cash on hand. For the purpose of statement of cash flows, cash and cash
equivalent include cash at bank and term deposits with original maturity of three months or less on the
date of acquisition, if any.

3- 4 Impairment of non-current assets

The Company reviews its non-current assets for impairment at each reporting date whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs to sell or value-in-use.
Non-current assets that suffer impairment loss are reviewed for possible reversal of the impairment at
each reporting date. When it becomes evident that the circumstances which resulted in the impairment
no longer exist, the impairment amount is reversed (except for goodwill) and recorded as income in
the statement of income in the year in which such reversal is determined.

3- 5 Accrued and other current liabilities

Liabilities are recognized for amounts to be paid for goods and services received, whether or not billed
to the Company. The Company is carrying these at amortized cost.

3- 6 Provisions

Provisions are recognized when; the Company has a present legal or constructive obligation as a
result of a past event; it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation; and the amount can be estimated reliably.
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NATIXIS SAUDI ARABIA INVESTMENT COMPANY

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2022

(ALL AMOUNTS ARE IN SAUDI RIYAL UNLESS OTHERWISE STATED)

3.Summary of significant accounting policies (Continued)

3- 7 Revenue recognition
The Company recognizes revenue under [FRS 15 using the following five steps model:
Step 1: Identify the contract with customer
A contract is defined as an agreement between two or more parties that creates enforceable rights and
obligations and sets out the criteria for every contract that must be met.
Step 2: Identify the performance obligations
A performance obligation is a promise in a contract with a customer to transfer a good or service to
the customer.
Step 3: Determine the transaction price
The transaction price is the amount of consideration to which the Company expects to be entitled in
exchange for transferring promised goods or services to a customer, excluding amounts collected on
behalf of third parties.
Step 4: Allocate the transaction price
For a contract that has more than one performance obligation, the Company allocates the transaction
price to each performance obligation in an amount that depicts the amount of consideration to which
the Company expects to be entitled in exchange for satisfying each performance obligation.
Step 5: Recognise revenue
The Company recognises revenue (or as) it satisfies a performance obligation by transferring a
promised good or service to the customer under a contract.
Based on the five-step model, the revenue recognition policies for the various revenue streams are as
follows:
Advisory services
Income from advisory services is recognised based on services rendered as being complete in
accordance with the underlying agreement / contract using the five-step approach to revenue
recognition above.
Normally revenue recognition of retainer fees is recognized over a period of time, in case if an advance
payment is received to perform future obligations. Generally, it is linked to timing of performance
obligation. For example, monthly, quarterly, etc. In that case the income from retainer fees is to be
recognized on timely basis.
In some cases, accrual of the retainer fees is linked to agreed milestones. If the terms of retainer fees
are linked to such performance obligations, then upon satisfaction of such performance obligations,
that is, on fulfilment of terms as per the contract with the customers.
Success fees, as the name indicates, the revenue is recognised upon fulfilment of performance
obligations. For example, achievement of certain objectives as a financial advisor.
Arranging services
Income from arranging services is recognised on an accrual basis when the agreed services are
provided.
Special commission income
Special commission income is recognised on an accrual basis based on effective commission rate
method.
Income from Service Level agreement / Master Service agreement
The entity enters into transactions with another company that falls within the definition of a related
party as contained in International Accounting Standard 24: Related Party Disclosures. Related parties
comprise of companies/entities under common ownership and/or common management control and
key management personnel. The management decides on the terms and conditions of transactions and
of services received/rendered from/to related parties as well as other charges.
Income from underwriting services:
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